The paper analyses the determinants and effects of reforms of employment protection legislation (EPL), using a novel inventory that covers 111 developed and developing countries between 2008 and 2014. The analysis finds that in developed economies, reforms were mostly directed towards relaxing labour regulation and were driven by high unemployment rates and low levels of GDP growth. By contrast, in developing economies reforms tended to increase workers' protection and were more likely to occur in countries experiencing high levels of GDP growth -while not being sensitive to unemployment rates. Furthermore, we test the effects of these reforms on labour market outcomes. We find that deregulation decreases employment rates in both developed and developing countries in the year after implementation. Deregulation also increases unemployment rates in developed economies in the short-term; but the effect is not statistically significant in developing countries.
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Introduction
Labour market reforms have been amongst the most widely spread policy intervention used by governments in recent years to address the negative effects of the global financial and economic crisis. However, these interventions have differed both with respect to their (i) motivation (e.g. enhance competitiveness or kick-start job creation); (ii) scope (e.g. increasing or decreasing protection), and; (iii) area of intervention (e.g. permanent or temporary workers, collective bargaining). This raises important questions about the different macroeconomic determinants behind these changes as well as their effectiveness in improving labour market outcomes.
In an effort to answer these questions, an inventory of labour market reforms was constructed covering 111 developing and developed countries between 2008 and 2014. The inventory includes data on the number of reforms passed in each year by country, the direction of the reform (increasing or decreasing protection), as well as the policy domain in which the reform took place (categorized as collective dismissals, permanent contracts, temporary contracts, working hours, collective bargaining and other forms of employment). The inventory shows that the number of reforms increased during the crisis and that developed economies were most likely to reform labour market regulation -in most of the cases for permanent employment contracts, while many developing economies were relatively more focused on collective bargaining institutions.
Using this inventory, the purpose of the paper is twofold. First, it seeks to explain the recent intensification of labour market changes around the world. Furthermore, it examines whether these changes have produced the desired labour market and macroeconomic results -in terms of either reducing unemployment or improving employment.
1
The results from the empirical analysis show that in developed economies, higher unemployment rates and lower rates of GDP growth have positively affected the probability of implementing reforms to labour market regulation -that in the majority of the cases decreased the strictness of legislation. By contrast in developing economies, labour market reforms -that generally reinforced labour regulation -were more likely to occur in countries experiencing high economic growth rates -while the relationship with unemployment is not statistically significant. 2 However, these effects vary depending on the specific policy domain in which the change took place (permanent contracts, temporary contracts, working hours etc.).
Turning to the short-term effects of these interventions, we find that more reforms decreasing existing levels of labour market regulation are associated with an increase in the unemployment rate in the following year in developed economies; while the relation is not statistically significant for developing ones. 3 This difference can be related to the lower relevance of the unemployment rate as a 1 Labour market reforms can of course aim to affect other outcomes (e.g. employment elasticity, productivity). See for instance Bertola (1990) , Acemoglu (2001) and Kahn (2010) . 2 No statistically significant effect is associated between the number of reforms and the unemployment rate in developing countries. 3 We follow Turrini et al. (2015) that use similar data and methodology and focus only on the short-term effects of labour market reforms (i.e. whether reforms in one year had any effect on labour market performances in the following year).
measure of labour market performances in developing countries (i.e. underemployment and informal employment play a greater role and as a result unemployment levels are generally lower). However, reforms that decrease employment regulation have a negative and statistically significant effect on employment rates in the following year in both developed and developing economies. In this way, we confirm results from previous literature on the possible short-term negative effects of structural reforms (Cacciatore et al. 2010 ).
The remainder of the paper is organized as follows. Section 2 describes the database created and presents the main trends in labour market policy reforms covering 111 countries between 2008 and 2014. Section 3.1 presents the results of an empirical analysis aimed at measuring the macroeconomic determinants of policy initiatives during the crisis. Section 3.2 turns to the analysis of the effects of the reforms on labour market outcomes -notably the employment and unemployment rates. Section 4 summarizes and concludes.
Recent changes to labour market regulation around the world
Employment growth remains tepid in both developed and developing countries and unemployment levels are set to increase globally over the next years. Moreover, large disparities in labour market opportunities persist within countries across different societal groups -e.g. women and young people -as well as across countries (ILO 2015c). The attention towards labour market reforms has increased during the crisis as these interventions have been viewed as important policy tools to address the emerging labour market challenges. In cases such as the euro area, inefficiencies in the systems of labour legislation have been even credited as the main drivers behind divergences in economic performances across countries -for instance by impeding the necessary price adjustment through wages (see for instance ILO (2014) for the case of Spain). Accordingly, policy makers have increasingly paid attention at the design and implementation of effective labour market institutions that can lead to the achievement of a right balance of incentives between employers' need of adjustment over the business cycle and workers' call for income security (ILO 2015b).
As a result, a number of changes to labour market regulation have been approved since the start of the crisis in both developed and developing economies. To monitor these trends, we developed a compendium of recent changes to labour market regulation in 111 developed and developing countries between 2008 and 2014. The compendium distinguishes between different areas of labour market regulation; while seeking to provide a comprehensive coverage of all geographical regions. We compared national and international data and cross-checked the gathered information with primary and secondary sources. For each change in labour market regulation, we noted together the content of the reform, the respective year of approval, the policy domain where the change intervened as well as whether the reform increased or decreased existing levels of labour market regulation. 4 If a single reform introduced several changes to the legislation (so-called "umbrella laws" or reform packages), these changes were coded separately (see Adascalitei et al. 2015 for a detailed description of trends in labour market reforms).
Overall, a total number of 643 changes to labour market regulation have been registered between 2008 and 2014 in the 111 countries covered by the compendium. A clear increase in the number of policy interventions has occurred with time. Indeed, the number of changes to labour market regulation implemented each year has increased from 63 reforms in 2008 to a maximum of 147 in 2012. The trend has then stabilized with 106 changes to labour market regulation registered in 2013; before decreasing to 31 changes in 2014 (see Figure 1) . 5 Overall, a trend towards relaxing existing levels of workers' protection can be identified. Indeed, 56 per cent of the total interventions have reduced existing levels of regulation -with this share varying significantly between developed and developing economies, see below. The trend towards relaxing labour market regulation has also increased over the period under consideration. Indeed, the share of reforms decreasing existing levels of employment protection has gone from 47 Although the focus on reforming labour market regulation was widely shared by different countries, clear differences emerge regarding the intensity of the reform process both across areas of policy intervention and geographical regions. In order to account for these differences, we classified separately legislative changes pertaining to: (i) collective dismissals; (ii) permanent employment contracts; (iii) temporary employment contracts; (iv) working hours; (v) other forms of employmentsuch as casual workers and dependent self-employees and (vi) collective bargaining. This classification expands with respect to the more traditional understanding of employment protection legislation (EPL) in order to include policy measures that are typically implemented in times of crisis (e.g. reduction in working hours to avoid layoffs), as well as to give a more accurate depiction of the changes to the legislation that apply to other forms of work beyond the traditional dependent and permanent employment relation (e.g. dependent self-employees) that are becoming increasingly common in the world of work (see ILO, 2015a) . Overall, the results stemming from the inventory show that the majority of reforms has been implemented in the area of permanent employment contracts (193 changes, equal to 30 per cent of the total); followed by reforms in collective bargaining regulation (175 changes, equal to 27 per cent) and changes to the legislation of temporary employment contracts (87 changes, equal to 14 per cent). Great attention has also been devoted to reforming the legislation over working hours (85 changes, 13 per cent), collective dismissals (52 changes, 8 per cent) and other forms of employment (51 changes, 8 per cent). However, the trends in the reform processes highly differ across regions. In particular, reforms have been more frequent in developed than in developing economies -with European Union (EU) member states being particularly active. 6 Additionally, reforms in developed economies have principally concerned the legislation of permanent employment contracts; while collective bargaining has been at the centre of reform efforts in developing economies (see Table 1 ). Finally, the share of reforms decreasing existing levels of protection has varied from 65 per cent in the EU-28 to 16 per cent in North Africa and the Middle East. This is confirmed for the recent years also by looking at traditional indicators of EPL (ILO, 2015b). 
Drivers and effects of reforms to labour regulation
After having described the main results of the policy compendium of labour market reforms during the crisis, this section will present the results of the analysis on the macroeconomic determinants (3.1) and effects (3.2) of the reforms implemented.
Drivers of labour market regulation reforms
The literature on the macroeconomic determinants of policy reforms is relatively recent and mostly focused on developed economies. Great attention has been generally paid to the analysis of the timing of reforms over the business cycle -e.g. whether governments are more likely to implement reforms during economic crises. 7 In these cases, the underlying hypothesis is that deteriorating macroeconomic conditions make reforms more needed from an economic viewpoint as well as more feasible in terms of political support -the so-called "back against the wall" argument (Turrini et al. 2015; Duval and Elmeskov 2006) . This relationship is particularly strong for certain areas of reforms that are deemed to benefit the economy without generating negative externalities (e.g. financial reforms); while the relation becomes less evident for other policy interventions that require the disbursement of public resources (e.g. tax wedge, employment protection and benefit systems) (Høj et al. 2006; IMF 2004) . Related to this, the empirical literature has also shown that structural reforms are more likely to be implemented in times and/or countries characterised by sound public budget balances -given for instance the possibility for governments to compensate the losers of the reforms with side payments (Duval 2008) .
Existing levels of regulation have also been found to be important determinants of the likelihood of implementing reforms. Indeed, countries characterised by more stringent levels of regulation in either the product or the labour markets are more likely to implement structural reforms -generally towards relaxing regulations (Bernal-Verdugo et al. 2012) . Similarly, exposure to foreign competition -as measured for instance by the share of trade in GDP -has been reported to be associated with a higher probability of introducing reforms. Intuitively, countries that are more integrated in global markets have a higher interest in aligning their legislation to that of their international competitors in order to maintain their attractiveness to foreign investors and secure their presence in global value chains (Høj et al. 2006 ). Connected to this, small countries have been reported being more likely to implement reforms due to spill-over effects from large economies (Duval and Elmeskov 2006) . Finally, evidence suggests that the pace of reforms increases with time due to policy interconnections across areas of legislation -i.e. implementation of a reform in one policy area triggers the approval of subsequent changes in other domains. In particular, labour market reforms are more likely to occur after the implementation of product market reforms (Høj et al. 2006) or financial reforms (Campos and Nugent 2012) .
One important shortcoming of the literature is that it focuses on a limited number of cases, particularly the set of developed economies, for which data availability is not a problem. We seek to address this issue by expanding the coverage of our sample to 111 developed and developing countries. This is important because, as reviewed in Section 2, the reform efforts in developed and developing economies have been different during the crisis -as a result of differences in country contexts and macroeconomic performances. However, the only studies that cover developing countries use as dependent variables some indicators of labour market regulation (Campos and Nugent 2012; Bernal-Verdugo et al. 2012) ; rather than a measure of the degree of the intensity of the reform activity -that is instead a popular methodology of studies that cover developed economies (Turrini et al. 2015; Duval and Elmeskov 2006) . This is done due to the unavailability of policy compendiums that track reform processes in large sets of countries and that can be used to construct a measure of reform intensity. However, using an overall indicator of legislation -rather than a measure of reform frequency -changes the nature of the research question and it is also more susceptible to endogeneity (e.g. reverse causality). In this contribution, we use the database presented in Section 2 of this paper to construct a measure of reform intensity that is consistent over a large number of both developed and developing economies.
Furthermore, compared with previous studies, our data allows for a more accurate assessment of labour market reforms by direction (i.e. increasing and decreasing protection) and policy domains.
Since not all areas of labour market reforms matter to the same extent to governments in times of crisis, it is plausible to hypothesize that their determinants will differ. Indeed, governments will follow different economic logics when changing legislation for permanent contracts as compared to adjusting legislation for other forms of employment. In the first case, they might advocate for changes in order to push for more flexible conditions for employers, and thus promote employment, whereas in the second case changes might aim at bringing workers from the informal to the formal economy. Similarly, the macroeconomic determinants behind reforms that increase and decrease protection are likely to differ -something that has been seldom analysed in previous studies.
In order to test the above hypotheses, we use a negative binomial regression model (NBRM). Repeated tests of fit between Poisson models, Zero Inflated Negative Binomial models and NBRM models indicated that the latter fits the best our data. Furthermore, NBRM is an optimal choice in our case since it produces efficient estimators when using over-dispersed data. Tests between a random model and a fixed effects model indicated that the former should be chosen, giving our data. Therefore, our model, takes the following form:
where represents the total number of reforms passed at time t in country i; represents the constant in the model; is the total unemployment rate; _ ℎ is the growth rate of GDP; represents general government net debt as share of national GDP; is the sum of exports and imports of goods and services as share of GDP;
_" #$ is the natural logarithm of GDP per capita; % are the time dummies and & is the error term. When it comes to the unemployment variable, we prefer including current -rather than lagged -unemployment rates because our measure of policy reforms captures relatively small changes in the legislation and is thus not likely to be subject to issues of endogeneity; while better capturing current labour market distress. Since data on reforms for 2014 is preliminary, we restricted the analysis up to 2013. The results of the empirical analysis are shown in Table 2 .
The results show strong and statistically significant effects of unemployment levels on the likelihood to pass labour market reforms across different model specifications. This holds in the total sample of countries and for developed economies; while the relation is still positive but not statistically significant for developing economies. The effect of GDP growth on reform intensity is negative and statistically significant in developed economies -countries reform more when experiencing low growth -and positive and significant for developing economies -countries reform more when undergoing periods of higher GDP growth. We will see how these differences are related to the different direction of the reforms implemented in the two groups of countries -decreasing and increasing labour regulation respectively, see Table 3 . Furthermore and unlike previous studies, we find that government net debt is associated with an increased probability to pass labour market reforms -suggesting that countries with limited fiscal space are more likely to turn to labour market reforms as a budget neutral means for improving employment outcomes. However, the effect is of limited magnitude and also statistically significant only when analysing the full sample of countries.
Finally, we find that trade openness is not statistically associated with the probability of implementing reforms -an effect that is more likely to be captured over the long run. In the next step, we estimate the full model for different areas of labour market reforms as well as for reforms that increase and decrease labour regulation separately. This represents an important contribution to the literature, which has instead only looked at the determinants of labour market reforms without differentiating by domain and policy direction. Table 3 presents the results of our estimations. The results show that, indeed, the impact of the institutional and macroeconomic variables changes depending on the labour market subdomain. For example, unemployment is a significant predictor of the likelihood to pass more reforms in the areas of permanent contracts, collective bargaining, collective dismissals and working hours; while it does not reach the significance thresholds in the case of temporary contracts and other forms of employment. This might be due to the fact that in the case of the latter domains, governments adopt changes in order to address structural -rather than cyclical -challenges in the labour markets -such as labour force polarization between temporary and permanent workers or high levels of informality (Berg 2015) . In comparison, changes in the legislation of collective dismissals and working hours are indeed typically implemented in times of recessions. Finally, we look at the determinants of labour market reforms that increase and decrease existing levels of protection separately. Indeed, it can be assumed that the macroeconomic motivations behind a reinforcement of the labour legislation might be different than those that lead a government to reduce EPL. The analysis confirms this prediction and shows that the coefficients for unemployment, GDP growth and government net debt are statistically significant only in the specification that seeks to explain reforms that decrease labour regulation (Table 3 ). This suggests that in times of crisis, governments are more likely to implement reforms that decrease existing levels of regulation -rather than labour market reforms in general -and they are more likely to do so if faced by high levels of government debt. These results also shed light on the differences in determinants of labour market reforms between developed and developing, as presented in Table 2 above.
Effects of labour market regulation reforms on unemployment
While the above analysis showed that countries have reacted to the recent crisis through an intensive reform activity in the labour market domain, from a policy perspective the most important aspect is to know whether the changes that were adopted had the desired effects of improving labour market performances.
There is a rich literature discussing the effect of EPL on labour market outcomes. On the one hand, a number of studies have found no statistically significant effect of the stringency of labour legislation on employment and unemployment rates. The World Bank (2013) notes that the estimated effect of labour market regulations on macroeconomic outcomes is either positive or negative -but in all cases extremely modest. The same conclusion has been recently reached among others by IMF (2015), ILO (2015b) and Avdagic and Salardi (2013) . This result has been related to a number of different factors. Some studies have pointed to the so-called plateau effect; suggesting that most countries have reached a level of employment protection such that changes to the legislation produce only very limited effects on employment outcomes (World Bank 2013 and ILO 2012) . Alternatively, other studies have connected the lack of statistically significant effects to the difficulties in precisely measuring the legal and effective stringency of labour legislation (IMF 2015) . Finally, a number of studies have argued that while EPL has no effect on overall employment or unemployment rates; it does have an effect on some specific categories of workers -such as youth and women (Bassanini and Duval 2006) .
At the same time, other studies have found that employment regulation does have an impact on labour market performances -notably on unemployment rates. In a cross-national study of labour market regulations in 73 developed and developing countries, Feldman (2009) finds that stricter labour market regulations increase unemployment all over the world. Likewise, Bernal-Verdugo et al. (2012) argue that increased labour market flexibility can have an important effect in reducing unemployment. However, the authors are careful in interpreting deregulation as a necessary route for increasing employment and propose that labour market policies "should be properly designed to also improve the quality of employment and to minimize the possible negative short-term effects" (Bernal-Verdugo et al. 2012, 4) . Furthermore, Nickel et al. (2005) find that in the case of the OECD economies, employment protection increases unemployment through its impact on raising unemployment persistence. The identified effect is strong, with 55 per cent of unemployment rise being explained by changes in labour market institutions (Nickel et al. 2005, 22) .
Additionally, the impact of labour market institutions on labour market outcomes has been assessed by studies discussing the short term effects of reforms. For example Cacciatore et al. (2012) find that in the short-term labour market reforms increase unemployment and decrease wage levels. This happens because in the short-term deregulation hurts the bargaining position of workers, thus leading to an increase in layoffs and compressed real wages. In contrast, Bouis et al. (2012) report that labour market reforms decrease unemployment levels already in the short-run, showing that reductions in the unemployment benefit replacement rates are positively correlated with increases in employment rates. However, they also find that EPL reforms pay off more quickly in countries experiencing an economic expansion.
Thus, the relation between labour market institutions and employment performance remains largely debated. To contribute to this literature, we leverage the compendium presented above and assess the effects of labour market reforms during the recent economic crisis. Importantly, given the content of the compendium and the time period covered, the present analysis will address the effects of EPL reforms by looking exclusively at their short-term effects, namely to whether increasing or decreasing regulation has any impact on labour market performances in the following year. In doing so, we expand on Turrini et al. (2015) who use a compendium of labour market reforms in the EU to assess the impact of EPL reforms on labour market outcomes. However, since our data is limited to the crisis period, the results of the analysis should be treated with caution.
Bearing these caveats in mind, already a simple descriptive analysis can be informative in understanding the effects of reforms to labour legislation. In particular, countries that relaxed labour legislation in the period under consideration experienced an average increase in the unemployment rate by 3.7 percentage points between 2008 and 2014. During the same time period, countries that reinforced labour legislation saw their unemployment rates increasing on average by only 0.3 percentage points. 9 Furthermore, employment rates fell by an average of 1.5 percentage points in countries that decreased protection for workers and remained almost unchanged in countries that increased it. Finally, labour force participation went up marginally in countries that reinforced labour legislation; while it remained unchanged in countries that decreased the levels of workers' protection (Figure C.1 and Figure C .2 in Appendix C).
However, simple descriptive analysis is likely to suffer from endogeneity -especially given the results presented in Section 3.1 -and in order to better disentangle the effects of reforms on labour market outcomes, we conduct panel econometric analysis using unemployment and employment rates as dependent variables. Following Avdagic and Salardi (2013) and Nickell et al. (2005) we opt for a country and time fixed effects model and allow for panel-level heteroskedastic standard errors. In order to check for the robustness of our results, we also estimate a generalized least squares model (GLS) with country and time fixed effects. As a measure of deregulation, we follow Turrini et al. (2015) by creating a reform stance variable defined as the total number of reforms decreasing legislation net of the total number of reforms increasing it. For the purpose of the analysis, we do not distinguish between policy domains. Since current unemployment levels normally depend on the past levels of unemployment, we estimate dynamic models. Furthermore, since the effect of legal regulation is likely to take some time until it impacts unemployment rates, we lag our variable that measures the reform stance. Our baseline model takes the following form:
where , represents the unemployment rate in county i at time t, is the constant, , ( is the lagged unemployment rate, _) * is the variable representing the reform stance constructed from the policy compendium to capture the degree of deregulation, -,, are the macroeconomic covariates that we included in the model (GDP gap growth 10 , trade openness, tax rate and inflation differential), . is the vector containing the country specific fixed effects, % denotes the year dummies and & , represents the vector of standard errors. Since data on labour market reforms implemented in 2014 is preliminary, the analysis is conducted up to 2013.
The results of the estimations are presented in Table 4 and 5 below 11 -analysing the effect of reforms on unemployment and employment rates respectively. Furthermore, we estimate separate models for developed and developing economies as well as for the entire sample of countries -under the assumptions that labour market reforms interact differently with labour market outcomes in the two groups of countries. Our results show that deregulation contributes to increasing unemployment in the short-term. This result holds in the total sample of countries and for developed economies; while it is not statistically significant for developing ones. However, when turning to the effects of deregulation on employment rates, the results show a negative correlation which is statistically significant for the total sample of countries as well as for developed and developing economies separately. The difference in the results of unemployment and employment for developing economies might be connected to the fact that in these countries, unemployment does not necessarily represent a precise indicator of labour market distress -given for instance the higher role played by informal employment and underemployment in developing countries. Finally, the analysis confirms the findings of previous studies with respect to the relation between unemployment and other macroeconomic variables -such as Baccaro and Rei (2007) and Bassanini and Duval (2006) (see Tables 4 and 5 for details).
10 Difference between GDP growth at time t and the five year moving average centred at time t.
11 Additionally, the results of the partial model for the OLS-PCSE and the GLS estimations for the unemployment rate can be consulted in Appendix D. 
Conclusions
This paper has examined the determinants of labour market reforms during the recent economic crisis and whether these reforms helped to reduce unemployment rates and increase employment. In order to do so, we exploit a novel policy compendium of labour market reforms that covers policy interventions implemented in 111 developed and developing economies between 2008 and 2014. The compendium shows that the number of reforms has increased since the beginning of the crisis and that most of the reforms have been approved in developed economies -and EU member states in particular. Moreover, the majority of the interventions (equal to 56 per cent) have decreased existing levels of regulation -although this trend largely differs across regions.
Our results indicate that, the presence of an economic crisis followed by high unemployment levels were the strongest predictors of reform activity in developed economies; while in contrast reforms in developing countries were more likely to occur in countries experiencing higher GDP growth. This difference can be related to the fact that reforms in developed economies have mostly aimed at decreasing labour regulation; while the opposite is true in developing countries. In addition, the results show that while reforms of permanent employment contracts, collective dismissals and collective bargaining are sensitive to macroeconomic developments; reforms to temporary employment contracts and other forms of employment do not necessarily respond to business cycle fluctuations.
The paper also looks at the short-term effects of the reforms on labour market outcomes. The results show that developed countries that relaxed existing levels of workers' protection experienced a temporary increase in the unemployment rate; while the effect was not statistically significant in developing countries. However, in both groups of economies deregulation is associated with a fall in the employment rate in the following year. These findings point towards negative short-term effects of deregulatory labour market reforms -while the medium to long-term effects cannot be explored at this point with the data at hand.
Two caveats of our analysis should be noted. Our analysis is temporarily restricted to reforms that have taken place between 2008 and 2014. Further studies should test whether the relationships we uncovered in our empirical analysis also hold for longer time periods. Second, although our geographical coverage improves the scope of analysis to countries not covered by previous studies, our data sources are limited to English language sources. This suggests that our database might have excluded a number of interventions, leading us to underestimate the scale of changes.
Appendix B: Summary of the variables used in the empirical analysis 
